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Employe Retirement Plans 


Supplementing our report last week on the recognition 
by employers of their social responsibility we present here 
some recent statements by representatives of management 
about employe retirement income plans. 


From a vice-president of one of the largest farm 
machinery companies : 


Employes are vitally interested in an adequate pen- 
sion or annuity plan. Twice a year a group of us in 
my own company meet with an elected representative 
from each of our plants. At least one whole day is 
spent with this group of 22 workers, practically all 
ardent union men, discussing operation of our various 
benefit plans. Invariably a substantial portion of the 
day is devoted to discussion of problems faced by pen- 
sioners. . . . We who are working in industrial rela- 
tions are fully convinced that on the average there is a 
higher morale among employes in those companies that 
have the most adequate retirement programs—a clear 
indication that such a program fulfills a basic desire of 
their employes. .. . 


Management cannot deny that Social Security alone 
does not provide an adequate income, and must face 
the fact that most employes, whether on account of 
improvidence or situations somewhat beyond their con- 
trol, have not made adequate provision for the day 
when they no longer hold a job. The only intelligent 
and economically sound answer would seem to be that 
management should consider it a part of the cost of 
doing business to assist employes of long service to 
leave the payroll with a sufficient income supplement- 
ing Social Security to cushion the shock. .. . Manage- 
ment should not consider a pension program as a gift; 
the paternalistic approach is not a fruitful approach to 
getting maximum benefits from the program. 


From the president of the United States Chamber of 
Commerce (1947) : 

The pension plan movement in this country has 
grown to such an extent that it can no longer be re- 
garded as a device to distribute profits to employes in- 
stead of paying the greater portion as income taxes. 
The number of plans is constantly increasing and the 
movement now must be regarded as a natural develop- 
ment in the social and economic life of this nation. 


From a vice-president of one of the largest banks in 
the United States: 


It seems to be recognized in the majority of cases 
that the so-called ‘“‘excess” plan providing benefits only 
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on compensation in excess of $3,000 [the Social Secur- 
ity level] is not a satisfactory answer to a retirement 
problem, and‘a number of such plans are being amended 
to extend coverage. Fundamentally, if a retirement 
plan is regarded as advantageous from the employer’s 
point of view as a method for either the elimination of 
the inefficiency of superannuation or the continuation of 
compensation for public relations and sociological rea- 
sons, then the employer alone should wish to sponsor 
the plan and pay the entire cost. It is an incorrect 
assumption that employe contributions increase the 
benefits under a retirement plan, since an analysis shows 
that non-contributory plans on the average produce 
slightly higher retirement incomes than do contributory 
plans. This does not mean, however, that it is not 
sound to require employes to contribute to that portion 
of their security program which they would ordinarily 
pay of their own free will, such as a death benefit, acci- 
dent and health benefits, ete. 


An official of a New York starch-products manufac- 
turing company : 

Many of you have finally come around to comparing 
the retirement of a machine with that of the human 
machine. You provide for depreciation of plant, ma- 
chinery, and equipment. And yet, for some years, many 
employers did not think of making provision for em- 
ployes. . . . Pension plans should not be regarded lightly. 
They should not be considered as a dole, charity, or 
“something for nothing.” The employes must view 
them in the light of something they have earned, some- 
thing they deserve, something to be appreciated. Unless 
the latter attitude prevails, I doubt whether the pension 
plan is doing its job. 


Europe Eyes the “Peace Offensive” 


On the “Tomorrow” page of its May 28 issue the U. S. 
News and World Report says the foreign ministers of 
Great Britain and France are concerned lest the recent 
peace gestures of the United States and the Soviet Union 
should serve to diminish the momentum behind the de- 
veloping European unified defense front. Elsewhere in 
the same issue it is stated that this country has won while 
Russia has lost the “cold” war; that, in consequence, 
the U.S.S.R. will now “edge back” and seek to do busi- 
ness with America; and that her “price all along” has 
been around $10,000,000,000. Europe is more cautious 
and views American optimism with alarm. 

Earlier, on the assumption that Britain would be in- 
cluded in any top level conference, the New Statesman 
and Nation (London, March 27) said: “The real purpose 
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of a Big Three meeting this year would be to buy the 
time which both the Western and the Eastern Blocs feel 
they desperately need.” Any agreement to disagree 
would call for “some ‘hands off’ bargains—over Iran, 
Turkey and Greece, for instance. Moreover, in Central 
Europe the process of disentanglement would not be 
altogether easy. Tor example, there is the problem of 
quadripartite control in Berlin. . .. Would it not be more 
sensible to wind up the hypocrisy of joint rule and to get 
down to the job of organizing Western and Eastern Ger- 
many respectively on democratic and Communist lines ?” 
Here is recognition that at this juncture any removal of 
the war danger has its price. 

In the United States the dismay with which Britain and 
Europe greeted Mr. Molotov’s revelation of Ambassador 
Smith’s conmmunication was generally ascribed to a dis- 
trust of \merican intentions. A position outlined last 
April 3 by the Econonust (London) suggests a more 
solid basis for the nervousness evinced. [Excerpts from 
that editorial follow : 

“Russia, plus the resources and skilled manpower of 
Europe, could outstrip America; whereas America with 
those resources could create a balance of power over- 
whelmingly against Russia. Time, when the war ended, 
seemed on Russia’s side; and time could be gained for 
Russia and wasted for the West in the futile debates and 
negotiations of the United Nations. Because they ob- 
scured every issue with propaganda and recriminations, 
it took nearly two years for Europe to understand the 
nature of the Soviets’ challenge. 

“But in the last twelve months American policy—and 
to a lesser degree British policy—has begun to catch up. 
Mr. Truman’s aid to Greece and Turkey, the Marshall 
offer, the interim aid to France and Italy, and now the 
talk of rearmament which is heard in Washington have 
been the changes of gear as America moved into top... . 

“".. The American counter-offensive, begun by Mr. 
Marshall just a year ago, is at last making itself felt ; two 
governments are talking big instead of one. Europe is 
beginning to resist. ‘The Russians have come to the end 
of a stage; when they have finished with Finland, they 
will have done all they and their Communist puppets can 
do to fix their grip on eastern Europe. Any further ac- 
tion of this kind must be taken outside the sphere of in- 
fluence they secured at Yalta, the sphere where the police 
are in Communist hands. And beyond that sphere they 
now see western Europe alert, semi-mobilized—politically 
and economically—and backed by America. If they had 
any doubts on that score the Brussels Treaty should have 
removed them. To do so was its main purpose.” 

But (at that early April date) “the delivery and use of 
Marshall aid has not yet begun; the strategy and organiza- 
tion of western Europe’s fight for economic recovery and 
of its reply to Communism are not yet completed. Months 
must pass yet before all aid short of war is at grips with 
all mischief short of war. 

“This then is no moment for the Munich-like action 
hinted at by General Smuts and elaborated by fifteen La- 
bour MPs last Thursday. They ask for a new effort 
establishing ‘a modus vivendi between the Western and 
Eastern Powers,’ based on the principle that ‘neither 
should intervene in the legitimate sphere of interest of the 
other, the two spheres to be defined in the agreement.’ 
This suggestion is made—of all moments to choose—on 
the very eve of the granting of Marshall aid, on the mor- 
row of the Brussels Treaty. Could any suggestion do 


more to tempt the Russians to pursue beyond the iron 
curtain the policy which has worked behind it? 

“It is surely obvious that, at the end of this new Yalta 
conference, the ‘spheres of influence’ would remain pre- 
cisely what they are now. And that there will be no gen- 
eral agreement between America and Russia until Mos- 
cow and the Communist Party are ready to admit that 
Western Europe, though not in the American ‘sphere’ in 
any imperialist sense, is nevertheless unshakeably attached 
to the non-Communist principles of freedom for the in- 
dividual and of government by agreement. Economic re- 
covery, the forging of closer political ties and the concen- 
tration of power in Western Europe will have to proceed 
quite a long way further before any such admission, even 
a tacit one, can be expected. Then, and then only, will it 
be possible for Mr. Stalin and Mr. Truman—or their suc- 
cessors—to talk business at a table. For only then will 
.\mericans and Russians be in a position to offer one an- 
other what each really wants—simultaneous withdrawal 
from a divided Europe in which each has its friends firmly 
established at opposite sides of Germany. 

“To pretend that any quicker settlement is possible is 
to bring into foreign policy the nervous impatience which 
has marked many domestic activities of the British Gov- 
ernment. It merits rebuke as much as does the hot- 
headed, truculent talk of war against which Mr. Marshall 
has twice protested recently in the United States. The 
avowed aim of his policy is to make Europe by 1953 in- 
dependent of American aid, and strong enough to fight 
with its own resources against a Communist effort whose 
leaders think in decades and generations. With such a 
policy, talk of war and talk of premature attempts at 
settlement are equally irrelevant. 

“Likewise, to imagine that the leaders of Russia, with 
the ambitions that they have for their own people and 
their neighbours, would at this stage either risk war or 
negotiate a settlement with America is to misunderstand 
the essential qualities of Russian policy—its infinite pa- 
tience, deviousness, flexibility and realism. Why should 
they abandon the inexpensive and indirect method of at- 
tack by Communist parties for methods of warfare in 
which America and Britain hold clear technical advan- 
tages? They have had a long and impressive run of suc- 
cess. They can well afford to wait and, if necessary, to re- 
lax. ... Talk of real war as the cold war approaches its 
peak, any faltering on the road now being mapped out in 
London, Paris and Brussels, will take the heart out of Brit- 
ain’s neighbours and perpetuate that British weakness 
which has created Russia’s opportunity and America’s 
burden.” 


The New York Health Insurance Plan 


The New York Health Insurance Plan, popularly known 
as “H. I. P.,” is one of the few such systems that offer 
prepayment for all types of medical care, group practice, 
salaried physicians, and some opportunity for the patient 
to choose his own physician. About 17,000,000 people in 
the United States have some insurance against the cost of 
illness, according to Dr. Dean A. Clark and Dr. Neva R. 
Deardorff of H. I. P. in a paper read before the National 
Conference on Family Life in Washington early in May. 
About 14,000,000 have indemnity policies—8,000,000 in 
commercial insurance companies and 6,000,000 in medical 
service plans sponsored by organized medicine. About 
3,000,000 are in plans which provide comprehensive cov- 
erage. There are four types of organization providing 


insurance or services: commercial companies which usu- 
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ally cover only “catastrophic illness,” doctors’ medical 
service plans which provide “some reimbursement” for 
physicians’ fees “largely limited to catastrophic illness,” 
services provided by large industries, and prepayment 
plans “operated directly by medical groups.” 

Almost 120,000 persons are now enrolled in H. I. P., 
according to a press release for May 19. There are 645 
physicians associated with the plan, and an additional 
1,200 are interested in joining it when organization and 
financial considerations make it possible. The board of 
directors and the members of the corporation include rep- 
resentatives of three of the five county medical societies 
and the Academy of Medicine. Among them are some 
of the most eminent physicians in the city. Physicians 
are organized in groups of 25—usually 13 general prac- 
titioners and 12 specialists. It is assumed that such a 
group can care for 20,000 persons. The average com- 
pensation for the physicians is $10,000 a year. 

The plans for H. I. P. were made after very careful 
study of all the existing data. It had been estimated that 
on the average each person would need a physician’s ser- 
vices seven times yearly. However, experience to date 
indicates that an average of between five and six will 
ordinarily be sufficient to provide “all types of physician 
services from examining a well baby to performing a 
brain operation,” according to Dr. Clark and Dr. Dear- 
dorff. Preventive medicine is stressed. 

H. I. P. enrolls “only groups of at least 25 persons who 
are employed by one employer, or are members of one 
union or are otherwise associated in employment.” At 
least 75 per cent of those eligible must enter the plan. 
However, persons or families with incomes over $5,000 
are accepted only up to five per cent of the total enrolled 
group. The main clients of H. I. P. are the employes of 
the City of New York and of the United Nations, several 
large labor unions, and some small businesses and non- 
profit organizations. It is only beginning to seek clients 
among private concerns. The cost for single persons is 
$38 yearly. The employer pays at least half the premium. 
This also includes a contract with the New York Associ- 
ated Hospital Services to provide hospitalization. 

On May 20 the House of Delegates of the Medical So- 
ciety of the State of New York adopted a resolution urg- 
ing the Society to advise its members not to participate in 
any voluntary health insurance plan “unless it has been 
approved” by the Society. H. I. P. has not had this ap- 
proval in spite of the action of the county societies. Both 
the New York Times and Herald Tribune criticized this 
action sharply in their editorial columns. The Times for 
May 21 recognized the right of the Medical Society to 
study any health insurance proposal and “to decide 
whether or not it meets accepted medical standards of 
quality,” but insisted that this “should not imply that the 
physician who participates in a sound and ethical health 
insurance plan which may not have come before it courts 
professional ostracism.” 


“Cartels or Competition?” 


Under this title has been published the report of an 
important two-year research survey directed by the Com- 
mittee on Cartels and Monopoly of the Twentieth Cen- 
tury Fund. James M. Landis is chairman of the Com- 
mittee and among its members are A. S. Goss, master, 
The National Grange, Marion Hedges, director of re- 
search, International Brotherhood of Electrical Workers, 
Donald M. Nelson, formerly president, Society of Inde- 
pendent Motion Picture Producers and Chairman, War 
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Production Board, Jacob Viner, professor of economics, 
Princeton University, and J. Raymond Walsh, formerly 
director of research and education, CIO. 

The conclusions of the report, written by George W. 
Stocking and Myron W. Watkins, are based on a series 
of case studies of actual cartel operations before World 
War II. The radio apparatus, electrical appliances, pho- 
tographic equipment, business machines, iron and steel, 
nonferrous metals, and glass and optical instruments in- 
dustries are cited as examples of the effects of cartel re- 
strictions. Cartels, it is found, (1) bring high prices to 
consumers; (2) foster inefficiency by protecting high- 
cost producers; (3) deter investment and technical im- 
provements ; and (4) accentuate the boom and bust cycle. 

_ Earnings, during the depression, of leading chemical 
companies, most of which belonged to cartels, are cited 
as unnecessarily high. Eight of the larger companies, it 
is reported, during 1932, the worst business year of the 
decade, “earned an average of 6.4 per cent on invested 
capital. Their average earnings were double this rate in 
1940... and in the boom year 1929 they had profits of 
no less than 15.1 per cent.” If prices had been competi- 
tive, it is argued, such earnings would have been im- 
possible. 

The fostering of inefficiency through protection of the 
high-cost producer is illustrated by the experience of the 
tin cartel, which was organized after a marked slackening 
in demand and a decline in price during the depression. 
The governments of the principal tin-producing countries 
set up a scheme of compulsory output restriction, covering 
95 per cent of world productive capacity, which made 
production of tin in excess of the prescribed quota a 
criminal offense. By 1933 allowable output had been re- 
duced to one-third of capacity and prices had risen from 
27 to 46 cents a pound. By 1934 they reached 56 cents. 
All during the thirties, according to the survey, the tin 
cartel kept prices high enough to enable nearly all pro- 
ducers, high-cost and low-cost alike, to make profits— 
even with output restricted from one-third to 40 per cent. 
Indeed, the authors state that more liberal quotas were 
allowed in high-cost production areas. In effect, through 
these practices consumers are made to pay a bonus to 
keep high-cost tin producers in business. 

Cartels, the report points out, dangerously restrict in- 
vestment, first, “by retarding the introduction of new 
techniques,” and second, “by restricting the use or limit- 
ing the application of old techniques.” Monopolists “do 
not introduce or permit the introduction of a new process 
if they can prevent it, unless the total cost of production 
under the new process is less than the out-of-pocket costs 
under the old.” Without the spur of competition, the re- 
port says, the monopolist will not reduce or destroy the 
capital value of his equipment even when he could reduce 
unit costs by using new equipment. Nor will he intro- 
duce a product if he fears it will compete with the old 
product, for profits from the new product may be gained 
partly at the expense of the old one. 

The aim of cartels to “stabilize” industry produces an 
investment sluggishness at a time when continued large- 
scale investment is needed to sustain high levels in em- 
ployment and income, the report contends. The tendency 
toward inflexibility in cartel-regulated prices aggravates 
the boom and bust cycle. As example is cited the loss of 
their jobs of thousands of employes when, in order to 
keep its prices unchanged between 1925 and 1932, a large 
American member of the nickel cartel reduced its output 
by 80 per cent. Through retarded investment, also, the 


iron 
alta 
pre- 
that 
in 
hed 
in- 
re- 
‘en- 
‘eed 
ven 
ll it 
will 
an- 
wal 
mly 
e is 
rich 
10t- 
hall 
The 
in- 
ight 
lose 
ha 
at 
vith 
and 
or 
and 
a- 
Pid 
at- 
in 
‘an- 
| 
re- 
its 
t in 
Tit- 
less 
ca’s 
wn 
ffer 
ice, 
ent 
in 
t of 
R. 
nal 
lay. 
) in 
ical 
out 
Ov- 
ing 
su- 


Saturday, June 5, 1948 


cartel aggravates economic instability. The authors find 
only two ways to halt a business recession: (1) by finding 
new investment outlets ; and (2) by stimulating consump- 
tion. Cartel policies interfere with both. They discour- 
age consumption by keeping prices high and they act as a 
damper on new investment by keeping the industry as 
closed as possible to newcomers and by suppressing tech- 
nological improvements. 

The survey concludes that economic expansion is the 
key necessity at this point in world economic history and 
the choice is between correcting war-born maladjustments 
here and abroad by fostering economic expansion and pre- 
serving them by sanctioning economic restriction. ‘Com- 
petition spurs expansion. Cartels spell restriction.” 
While the United States cannot force other countries to 
abandon restrictionism, it is urged that American en- 
couragement of domestic competition and foreign trade 
expansion will offer an impressive example and induce- 
ment. The Marshall Plan can be buttressed by judicious 
policies tq prevent cartel restrictions at home and abroad 
from strangling expanding investment and employment, 
and so to help to usher in an era of economic expansion. 

The Committee recommends that “as far as possible 
the United States should seek the elimination of interna- 
tional cartels. When this is impossible, the aim should 
be to keep an effective curb on cartels and restrictive prac- 
tices. Coupled with action against existing cartels should 
be measures to prevent the growth of new ones... . To 
foster competition requires government action on a wide 
front, and by many instruments. If governmental policy 
does not foster competition it is likely to give way to 
economic concentration and private monopoly... . ITO 
is a step in the right direction, and deserves strong Amer- 
ican support. At the same time, it is only a first step and 
Americans should know its weaknesses, the loopholes in 
the agreement, the places where failure may appear. 
Otherwise United States policy is likely to be faulty and 
inadequate, and the American public may become cynical 
about an agreement from which it expected too much.” 
(See INForMATION Service, April 24, 1948.) 

The Committee considers the Havana Charter’s cartel 
provisions defective. ‘Whether the defects prove fatal 
depends primarily on the policies of member govern- 
ments.” The alleged weaknesses are a reflection of the 
inability of the member nations to agree on the desirability 
of curbing cartels. The United States, however, the re- 
port says, should support adoption of the Charter and try 
to improve it, because if it is rejected now, the result may 
be a looser agreement or none at all. 

Procedures that would strengthen ITO machinery are 
suggested, such as patent reform; registration of interna- 
tional business agreements; and registration and disclos- 
ure of ownership and control, as well as financial rela- 
tions, of all corporations engaged in international trade. 
The Committee recommends that the United States aid in 
assembling a competent staff for ITO and that American 
representatives press for rapid consideration of such car- 
tel cases as come before the new organization, although 
care should be taken not to swamp the young organiza- 
tion with complaints. 

Export associations, the report notes, are now to a 
certain extent exempt from provisions of the antitrust 
laws under the Webb-Pomerene Act. The Committee 
recommends the enactment of a new law to supersede the 
Webb-Pomerene Act which will permit formation of ex- 
port associations only under clearly defined circumstances 
and strict rules. “One of the greatest risks the United 


States incurs from the Webb-Pomerene law is the spread 
of monopolistic practices from export trade to the do- 
mestic economy.” 

Further policy recommendations are: (1) that the 
United States reform its patent laws, regardless of what 
action ITO takes, to check the use of patents for cross- 
licensing purposes in cartel agreements; (2) that the 
United States strengthen its anticartel policies in Germany 
and Japan by adopting positive measures to promote com- 
petition as well as by breaking up cartel and monopoly 
controls in the areas it occupies; and (3) that the United 
States strongly support the ITO in its attempt to regu- 
late commodity agreements which restrict or affect pro- 
duction and consumption of basic commodities. Ameri- 
can influence, the Committee argues, should be used to 
limit restrictions to cases where they are practically in- 
dispensable, to insure that consumer countries get their 
full rights of an equal voice, and to promote an equilib- 
rium in world production and consumption. “The aim 
of commodity agreements should be to end the need for 
commodity agreements.” 

The Committee concludes: “What we recommend is a 
program of effective action against restrictive practices 
and concentrated control of the economy, whether by 
voluntarily organized private groups or by intergovern- 
mental compacts, whether by scores of confederates 
operating in concert or by a few giant corporations oper- 
ating in imperfect competition, and whether the victims 
are mainly of the present generation or the next, at home 
or abroad.” 


Farm Assistance to Jews in U. S. 


The Jewish Agricultural Society reports that more 
Jewish families were settled on farms in the United 
States during 1947 than in any five previous years. Dr. 
Gabriel Davidson, the Society’s executive director, reports 
that the settlers included veterans and refugees. Of the 
106 who bought farms 80 needed loans, which this year 
averaged $2,499 as against $1,189 in 1940. The percent- 
age needing loans this year was nearly 80 whereas in 
1940 only 40 per cent required this assistance. Loans to 
refugees averaged $2,879, and these supplemented by 
loans of the United Service for New Americans averag- 
ing $1,659 and aggregating $24,880. Not only have the 
settlers’ resources been lower, especially among the refu- 
gees, but costs of everything needed have risen. 

Since the Society was founded in 1900 more than 
$11,000,000 has been granted in loans to Jewish farmers 
in 40 states, farm employment has been found for 20,160 
through the Farm Employment Department set up in 
1908, and in the past 10 years out of the 10,000 people 
who have sought settlement guidance the Society has been 
directly instrumental in establishing on farms 1,136 fami- 
lies and indirectly many more. That the aid given has 
permanent value is shown by the fact that 86 per cent, 
that is 469, of the 546 families settled on farms in 13 
states are still on those farms. 

Three phases of Jewish farm settlement are worth not- 
ing: (1) farm tenancy is practically non-existent; (2) 
the farmstead is a family unit; and (3) part-time farming 
has proved to be good practice which in hard times has 
saved many farms. The loans are based principally on 
character backed by guidance, friendly follow-up and for- 
bearance in times of stress. The results have thoroughly 
justified the narrow margins on which loans are made 
and the time spread for repayment. Probably the pri- 
mary factor in the program’s success is the Society’s serv- 
ice of study and expert advice. 
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